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Our vision is to be the world's pre-eminent silver producer,

with a reputation for excellence in discovery, engineering,

innovation and sustainable development.

In 2014, Pan American produced a record 26.1 million ounces

of silver and 161,500 ounces of gold. In addition, we increased
our base metals production and established a new consolidated
copper production record of nearly 9,000 tonnes.

Consolidated cash costs of $11.46 per ounce of silver, net of
by-product credits, were well within the Company’s annual
forecast, while consolidated all-in sustaining cost per silver
ounce sold, net of by-product credits, (“AISCSOS") of $17.88
were both within our annual forecast and 20% lower than the
$22.26 posted in 2012.

Despite lower metal prices, we maintain a strong balance
sheet, which allowed us to continue paying an industry-leading
quarterly cash dividend of $0.125 per common share during
2014, or $0.50 per common share on an annualized basis.

Our annual dividend represented a yield of 5.4% based on

our share's December 31, 2014 closing price on NASDAQ of
US$9.20 per share.

In 2014, Pan American spent $16.62 million on mine-site
exploration and completed over 152.5 kilometres of diamond
drilling. The Company discovered approximately 29.4 million
ounces, depleted 32.9 million ounces of contained silver
through production, and re-categorized 20.1 million ounces

of silver, primarily due to lower metal prices. At December 31,
2014, Pan American’s mineral reserves are estimated to contain
299.9 million ounces of silver and 2.3 million ounces of gold.®

2014 also marked the commencement of work on the
expansion of our La Colorada mine, which has become our
largest and lowest cost silver producer. Last year, we made
significant progress and the project is advancing on budget
and on time.

In 2015, Pan American expects to produce between 25.50
and 26.50 million ounces of silver, as well as between 165,000
and 175,000 ounces of gold at consolidated cash costs of
between $10.80 and $11.80 per ounce of silver, net of by-
product credits. AISCSOS for 2015 are expected to decline to
between $15.50 and $16.50.

6.1

million silver
ounces produced

161.5

thousand gold
ounces produced

Reduced our AISCSOS by

0%

since 2012, down to
$17.88 per ounce

Environmental stewardship is everyone's

responsibility. In an effort to reduce waste and

carbon footprint, we encourage readers to
download a digital copy of this report or
to read its web-based version at:

www.panamericansilver.com/annualreport2014




PRODUCTION
Silver (million ounces)

Gold ounces (thousand ounces)
Zinc tonnes (thousand tonnes)

Lead tonnes (thousand tonnes)

Copper tonnes (thousand tonnes)

Cash costs per silver ounce, net of by-product credits @
AISCSOS® net of by-product credits (US$ per ounce)

Average silver price (US$ per ounce, London fix)

FlNANCIAL (all amounts in million US$)

Revenue
Net loss

Adjusted loss @

Mine operating earnings

Net cash generated from operating activities

Dividends paid
Shares repurchased

Cash and short-term investments at December 31

Working Capital ® at December 31

SIAKEROLDERS

Common shares outstanding at December 31 (million)

Employees and contractors at December 31

(1) For Pan American's complete Mineral Reserve and Resources tables,
please refer to page 50 of this annual report

(2) Cash costs per silver ounce, net of by-product credits and Total costs
per silver ounce are non-GAAP measures. Refer to the cash costs and
total production costs per ounce of payable silver reconciliation on page
37 of the Company's MD&A dated December 31, 2014 for a breakdown of
these calculations

(3) All-in sustaining costs per silver ounce sold (“"AISCS0OS") is a non-
GAAP measure. The Company has adopted the reporting of AISCSOS
as a measure of a silver mining company's consolidated operating
performance and the ability to generate cash flow from all operations
collectively. We believe it is a more comprehensive measure of the cost
of operating our consolidated business than traditional cash and total
costs per ounce as it includes the cost of replacing ounces through
exploration, the cost of ongoing capital investments (sustaining capital),
general and administrative expenses, as well as other items that affect
the Company's consolidated earnings and cash flow. Please refer to
the AISCSOS reconciliation on page 34 of the Company's MD&A dated
December 31, 2014 for an explanation of the measure and a breakdown
of the calculation
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(4) Adjusted loss is a Non-GAAP measure. Adjusted (loss) is calculated
as net (loss) for the period adjusting for the gains or losses recorded

on fair market value adjustments on the Company's outstanding
derivative instruments, impairment of mineral property, unrealized
foreign exchange gains or losses, unrealized gain or loss on commodity
contracts, net realizable value adjustment to long term heap inventory,
gain or loss on sale of assets and the effect for taxes on the above items.
T'he Company considers this measure to better reflect normalized
earnings as it does not include items which may be volatile from period
to period. Refer to page 40 of the Company's MD&A dated December 31,
2014 for an explanation of the measure and a breakdown of

the calculation

(5) Working capital is a non-GAAP measure calculated as current assets
less current liabilities. The Company and certain investors use this
information to evaluate whether the Company is able to meet its current
obligations using its current assets.



Chairman’s Message

In 2014, Pan American completed its twentieth year as

a silver company. Through hard work, strong financial
management and a wonderful team of mine builders,
mine operators and support personnel, Pan American
has grown to become the world’'s second largest primary

silver mining company.

In 2014, Pan American completed its twentieth year as a

silver mining company. Through hard work, strong financial
management and a wonderful team of geologists, mine
builders, mine operators and support personnel, Pan American
has grown to become the world's second largest primary silver
mining company. In 2014, we produced a company record of
26.1 million ounces of silver as well as 161,500 ounces of gold
and significant amounts of lead, zinc and copper — and we are
on target for producing even more in 2015. This is, to say the
least, gratifying.

What has not been gratifying has been the slide in silver prices
from a high of $48.70 per silver ounce in April 2011 to the low
of $15.28 per ounce on November 6, 2014. In 2014 alone, silver
prices slid from $19.94 per ounce to end the year at $15.97 per
ounce; gold prices had a similar slide from $1,225 per ounce
to $1,206 per ounce at year-end. Our shareholders know the
profound effect on our revenues and cash flows from this deep
drop in the price of our primary products. But with proven and
probable silver reserves of nearly 300 million ounces and silver
resources totaling more than one billion ounces, Pan American
continues to maintain its position as one of the world's leading
silver-leveraged equity investments. This is why the company
was created in 1994 — we have strongly delivered on this
mission and will continue to do so in future.

Whereto the silver price in 2015 and beyond? Why am |
optimistic we will see higher silver prices as the year unfolds?
Simply put: silver is THE indispensable metal with more uses

in our modern world than any other metal, and many of these
uses should continue to grow strongly during 2015. This,
coupled with low silver supply growth during 2015, should

result in higher prices. More specifically, silver demand is
growing robustly in the solar electricity generation business, the
biomedical industry and the digital electronics industry among

the industrial demand sectors, and as an investment metal. With
all of today's astonishingly complex changes in currency rates,
energy prices, and other macroeconomic forces coupled with
geopolitical issues, climate actions and demographics, | believe
there will arise in 2015 a number of unintended consequences
that will result in rising precious metals prices, benefiting silver
and gold. Silver has underperformed relative to gold in recent
months and | believe this will reverse in the near future.

Along with our portfolio of seven operating silver mines and
development assets such as the giant Navidad silver project,
Pan American’s strongest assets are its exceptional balance
sheet and its people. Our cash reserves and balance sheet
strength, which we built up when silver prices were high, have
allowed us to maintain our industry-leading dividend even as
our operating margins have narrowed at today’s silver price.
Our dividend is a long term objective - a return of wealth to
our owners, and while we remain keenly aware of the effects of
lower silver prices on our current cash flows, our cash balance
remains robust and we have plenty of scope to continue to
pay a dividend while remaining in a strong financial condition.
Silver prices go up and down daily and | remain optimistic that
the silver price will recover during 2015, with an immediate
salubrious effect on our income statement and balance sheet.

| am always impressed at the talent Pan American has
attracted to its management ranks and its operations. We have
a deep talent pool in all aspects of our business and | know

&



our shareholders share my appreciation for all the hard work
everyone in the company puts in to advance our business. The
results speak for themselves: our reputation for excellence in
mine expansion through reserve replacement, construction and
operation is unparalleled in the silver mining business.

On the sustainability front, our shareholders should also feel
good at the reputation and results we are achieving. In 2014,
we enjoyed another industry-leading result in employee safety.
Our Mexican mines especially stood out in this regard — our
Dolores Mine achieved over six million hours without a lost time
accident; our Alamo Dorado Mine achieved more than five and
a half million hours without a lost time accident and our La
Colorada Mine achieved over two and a half million hours. In
fact we had zero lost time accidents in Mexico in 2014 - a really
wonderful result that came from steadfast attention to safety
throughout our labour structure.

For Pan American's complete Mineral Reserve and Resources
tables, please refer to page 50 of this annual report

We also had a good year in environmental compliance and in
community engagement. The hallmark of a great company

is one that rewards its shareholders financially AND because
it looks after its employees, contractors, environment,
communities and countries where it works. We cannot control
the silver price that so profoundly affects our financial results;
but we can control how we mine and how we interact with our
employees, communities and environment. We have a stellar
reputation because we do these things well. These positive
results do not happen in isolation and | want to thank each

of our employees and stakeholders for their part in achieving
excellence. | know | speak on behalf of each one of our
shareholders in expressing this appreciation.

Respectfully submitted,

Ross Beaty, Chairman

Starting the :morning shift at Huaron




CEO’s Message

Pan American celebrated its 20" year anniversary in
the silver business in 2014. A true milestone. It has

taken us two decades to build Pan American into the
world’'s second-largest primary silver producer, with
seven operations throughout Latin America and one

tremendous development stage project.

It has been a very challenging couple of years for silver miners
and for Pan American, as the price of our primary product,
silver, has declined by almost 50% since early 2013. However,
we entered this period in excellent financial condition with
more than $0.5 billion in cash and almost no debt, as a direct
consequence of sound fiscal management and a disciplined
approach to project investment. In addition, using the same
disciplined approach, we have systematically and relentlessly
retuned and restructured our operations to reduce costs and
improve productivity in order to try to recover some of the
margin we have lost in the face of declining prices. And this
work continues today.

As a direct result of the efforts of our operating personnel at
each and every one of our mines, we were again able to produce
a new Pan American record of 26.1 million ounces of silver

in 2014, as well as a new annual record for gold production

at 161,500 ounces. At the same time, we reduced our “all in
sustaining costs per silver ounce sold” (AISCSOS) to $17.88
per ounce, down approximately 20% from where we were

in 2012 at $22.26 per ounce. We were able to achieve these
excellent production results in spite of the expected decline in
silver production at Alamo Dorado, which had been our largest
and lowest cost silver mine until last year and is now close to
exhausting its mineral reserves after almost eight years of
highly successful and lucrative operation. Production increases
at La Colorada, Huaron and Manantial Espejo were more than
sufficient to offset the decline at Alamo Dorado and our focus
on these operations into 2015 will put us on a path to achieve
yet another record year of silver production.

Perhaps more importantly, our operating achievements
translated into increased net operating cash flow, even as silver
and gold prices declined. In 2014 we generated $124.2 million
in net operating cash flow, an improvement from the $119.6
million generated in 2013. This was sufficient to fund all of our
sustaining capital and pay a large portion of our dividend, which
we maintained intact as a sign of our commitment to returning
value to our shareholders, even during difficult times. We ended
2014 with arguably one of the strongest balance sheets in our

industry, with over $330 million in cash and equivalents, net
working capital of over $0.5 billion and about $60 million
in debt.

While clearly focused on the present and doing our utmost to
realize every dollar we can from our operations, we have not and
will not sacrifice our future. With a reduced exploration budget
in hand and a clear mandate to focus on near-mine targets, we
completed another successful exploration campaign in 2014.
We discovered 29.4 million ounces of contained silver over the
past year, which nearly replaced the silver ounces we mined
and processed in 2014. While we were busy finding more silver
with our exploration drilling programs, 20.1 million ounces of
our proven and probable silver reserves were re-categorized,
primarily as a consequence of lowering our long term price
assumptions, which left our 2014 year end reserves lower than
they were a year ago. However, at close to 300 million ounces
of silver in proven and probable reserves and a further 731.5
million ounces of silver in measured and indicated resources,
our future as a long term leading silver producer is still

very secure.

Also looking to the future, this past year the Company
commenced a major expansion project at our La Colorada
mine in Mexico. The expansion, when completed in late 2017,
is expected to substantially increase the mine's annual silver
production, increasing it to almost 8.0 million ounces per
annum from the current 5.0 million ounces, while at the same
time significantly reducing the cash production costs per
silver ounce. Now well underway, this relatively low risk and
modest capital cost project is a clear example of the disciplined
investment approach that Pan American utilizes. La Colorada
is one of our highest grade operations with our largest proven
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and probable silver reserve, and the expansion project should
generate positive after tax returns at silver prices far below the
current price. In other words, we are willing and able to invest in
our future, but we are doing so with an extremely well-defined,
high-quality project.

Pan American celebrated its 20th year anniversary in the silver
business in 2014. A true milestone. It has taken us two decades
to build Pan American into the world's second-largest primary
silver producer, with seven operations throughout Latin America
and one tremendous development stage project. | have had

the privilege and honor over the past 12 years of working with

a group of operators, mine builders, geoscientists, CSR and
financial specialists and other support staff who are second to
none in our sector. Pan American's people are our foundation,
our strength and our competitive advantage.

I would be remiss if | did not personally acknowledge their
contributions and stress that our achievements and successes
over this past year are due to our 7000 employees and
contractors, to their families and to the members of the
communities where we operate. We have shared a year of hard
work and sacrifice and | know that this has made Pan American
a stronger and better company. From safety, to environmental
stewardship, from operations and exploration to financial
management, your commitment to excellence in all that we

do will continue to separate Pan American as the pre-eminent

For Pan American's complete Mineral Reserve and Resources
tables, please refer to page 50 of this annual report

\vﬁ;:

silver mining company. On behalf of the board of directors, |
thank you for your outstanding dedication and hard work.

I would like also to specifically congratulate Michael Steinmann
for his recent promotion to President of our Company. | have
known Michael since he joined Pan American some 11 years
ago and | am extremely confident that his knowledge and
professional expertise will allow him to succeed in his new
position and strengthen Pan American even further.

In closing | want to share with you my optimism for the future
of Pan American and for silver. Pan American will not only
endure this period of lower silver prices, but we will continue

to take the necessary steps to ensure a stronger Pan American
and a prosperous future. Furthermore, for the reasons
described so eloquently by our Chairman in his letter, | am as
confident as he that the silver price will once again rise and rise
strongly in the not too distant future and that our shareholders,
our employees and all of our stakeholders who have patiently
worked with and supported us will be handsomely rewarded.
Of this | am convinced.

Sincerely,

Geoff Burns, Chief Executive Officer

Exploration team at Morococha



CAUTIONARY NOTE REGARDING FORWARD: LOOKING STATEMENTS INFORMATION

CERTAIN OF THE STATEMENTS AND INFORMATION IN THIS ANNUAL REPORT CONSTITUTE
‘FORWARD-LOOKING STATEMENTS " WITHIN THE MEANING OF THE UNITED STATES
PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995 AND “FORWARD-LOOKING
INFORMATION" WITHIN THE MEANING OF APPLICABLE CANADIAN SECURITIES LAWS

ALL STATEMENTS, OTHER THAN STATEMENTS OF HISTORICAL FACT. ARE FORWARD
LOOKING STATEMENTS. WHEN USED IN THIS ANNUAL REPORT, THE WORDS, “BELIEVES",
‘EXPECTS", "INTENDS", “PLANS", “FORECAST", "OBJECTIVE" “OUTLOOK", "POSITIONING",
“POTENTIAL", "ANTICIPATED", "BUDGET", AND OTHER SIMILAR WORDS AND EXPRESSIONS,
IDENTIFY FORWARD-LOOKING STATEMENTS OR INFORMATION. THESE FORWARD
LOOKING STATEMENTS OR INFORMATION RELATE TO, AMONG OTHER THINGS: FUTURE
PRODUCTION OF SILVER, GOLD AND OTHER METALS AND THE TIMING OF SUCH
PRODUCTION; FUTURE CASH COSTS PER OUNCE OF SILVER; THE PRICE OF SILVER AND
OTHER METALS; THE EFFECTS OF LAWS, REGULATIONS AND GOVERNMENT POLICIES
AFFECTING PAN AMERICAN'S OPERATIONS OR POTENTIAL FUTURE OPERATIONS
INCLUDING, BUTNOT LIMITED TO, THE LAWS IN CHUBUT, ARGENTINA, WHICH CURRENTLY
HAVE SIGNIFICANT RESTRICTIONS ON MINING, RECENT TAX CHANGES IN SANTA CRUZ,
ARGENTINA, AND RECENT AMENDMENTS TO LABOUR AND TAX LAWS IN MEXICO; THE
CONTINUING NATURE OF HIGH INFLATION, RISING CAPITAL AND OPERATING COSTS,
CAPITAL RESTRICTIONS AND RISKS OF EXPROPRIATION IN ARGENTINAAND THEIR
EFFECTS ON THE COMPANY; THE DEVELOPMENT OF THE NAVIDAD PROJECT AND OTHER
DEVELOPMENT PROJECTS OF THE COMPANY; THE TIMING OF PRODUCTION AND THE
CASH AND TOTAL COSTS OF PRODUCTION AT EACH OF THE COMPANY'S PROPERTIES;
THE SUFFICIENCY OF THE COMPANY'S CURRENT WORKING CAPITAL, ANTICIPATED
OPERATING CASH FLOW OR ITS ABILITY TO RAISE NECESSARY FUNDS; THE ABILITY

OF THE COMPANY TO ACHIEVE ANY PLANNED EXPANSIONS AND DEVELOPMENT,
INCLUDING BUT NOT LIMITED TO, POTENTIAL OPPORTUNITIES AT THE DOLORES MINE,
AND THE EXPANSION OF THE LA COLORADA MINE, AND THE TIMING FOR THE SAME; THE
ESTIMATES OF EXPECTED OR ANTICIPATED ECONOMIC RETURNS FROM THE COMPANY'S
MINING PROJECTS; FORECAST CAPITAL AND NON-OPERATING SPENDING; AND THE
COMPANY'S PLANS AND EXPECTATIONS FOR ITS PROPERTIES AND OPERATIONS

THESE STATEMENTS REFLECT THE COMPANY'S CURRENT VIEWS WITH RESPECT TO
FUTURE EVENTS AND ARE NECESSARILY BASED UPON A NUMBER OF ASSUMPTIONS
THAT, WHILE CONSIDERED REASONABLE BY THE COMPANY, ARE INHERENTLY SUBJECT
TO SIGNIFICANT BUSINESS, ECONOMIC, COMPETITIVE, POLITICAL AND SOCIAL
UNCERTAINTIES AND CONTINGENCIES. SUCH ASSUMPTIONS INCLUDE, WITHOUT
LIMITATION: ORE GRADES AND RECOVERIES; METAL PRICES; RECLAMATION ESTIMATES,
THE ACCURACY OF OUR MINERAL RESOURCES AND RESERVES; PRICES FOR INPUTS
SUCHAS ENERGY. LABOUR, MATERIALS AND SERVICES; AND THAT ALL NECESSARY
PERMITS, LICENSES AND APPROVALS ARE OBTAINED OR MAINTAINED FOR OUR
OPERATIONS

MANY FACTORS, BOTH KNOWN AND UNKNOWN, COULD CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS TO BE MATERIALLY DIFFERENT FROM THE RESULTS
PERFORMANCE OR ACHIEVEMENTS THAT ARE OR MAY BE EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS CONTAINED IN THIS ANNUAL REPORT AND
THE COMPANY HAS MADE ASSUMPTIONS BASED ON OR RELATED TO MANY OF THESE
FACTORS. SUCH FACTORS INCLUDE, WITHOUT LIMITATION: FLUCTUATIONS IN SPOT
AND FORWARD MARKETS FOR SILVER, GOLD, BASE METALS AND CERTAIN OTHER
COMMODITIES (SUCH AS NATURAL GAS, FUEL OILAND ELECTRICITY); FLUCTUATIONS
IN CURRENCY MARKETS (SUCH AS THE CANADIAN DOLLAR, PERUVIAN SOL, MEXICAN
PESO, ARGENTINE PESO AND BOLIVIAN BOLIVIANO VERSUS THE U.S. DOLLAR), RISKS
RELATED TO THE TECHNOLOGICAL AND OPERATIONAL NATURE OF THE COMPANY'S
BUSINESS; CHANGES IN NATIONAL AND LOCAL GOVERNMENT, LEGISLATION, TAXATION
CONTROLS OR REGULATIONS INCLUDING AMONG OTHERS, CHANGES TO IMPORT

AND EXPORT REGULATIONS, LAWS RELATING TO THE REPATRIATION OF CAPITAL

AND FOREIGN CURRENCY CONTROLS AND LABOUR LAWS; POLITICAL OR ECONOMIC
DEVELOPMENTS IN CANADA, THE UNITED STATES, MEXICO, PERU, ARGENTINA,
BOLIVIA OR OTHER COUNTRIES WHERE THE COMPANY MAY CARRY ON BUSINESS IN
THE FUTURE: RISKS AND HAZARDS ASSOCIATED WITH THE BUSINESS OF MINERAL
EXPLORATION, DEVELOPMENT AND MINING (INCLUDING ENVIRONMENTAL HAZARDS,
INDUSTRIALACCIDENTS, UNUSUAL OR UNEXPECTED GEOLOGICAL OR STRUCTURAL
FORMATIONS, PRESSURES, CAVE-INS AND FLOODING); RISKS RELATING TO THE
CREDIT WORTHINESS OR FINANCIAL CONDITION OF SUPPLIERS. REFINERS AND OTHER
PARTIES WITH WHOM THE COMPANY DOES BUSINESS; INADEQUATE INSURANCE, OR
INABILITY TO OBTAIN INSURANCE, TO COVER THESE RISKS AND HAZARDS, EMPLOYEE
RELATIONS AND THE EFFECTS OF LABOUR LAWS IN THOSE COUNTRIES IN WHICH THE
COMPANY OPERATES; RELATIONSHIPS WITH AND CLAIMS BY LOCAL COMMUNITIES AND
INDIGENOUS POPULATIONS; AVAILABILITY AND INCREASING COSTS ASSOCIATED WITH
MINING INPUTS AND LABOUR; THE SPECULATIVE NATURE OF MINERAL EXPLORATION
AND DEVELOPMENT, INCLUDING THE RISKS OF OBTAINING NECESSARY LICENSES

AND PERMITS AND THE PRESENCE OF LAWS AND REGULATIONS THAT MAY IMPOSE
RESTRICTIONS ON MINING: DIMINISHING QUANTITIES OR GRADES OF MINERAL
RESERVES AS PROPERTIES ARE MINED; GLOBAL FINANCIAL CONDITIONS; CHALLENGES

PAN AMERICAN SILVER CORI

TO, OR DIFFICULTY IN MAINTAINING, THE COMPANY'S TITLE TO PROPERTIES AND
CONTINUED OWNERSHIP THEREOF; THE ACTUAL RESULTS OF CURRENT EXPLORATION
ACTIVITIES, CONCLUSIONS OF ECONOMIC EVALUATIONS, AND CHANGES IN PROJECT
PARAMETERS TO DEAL WITH UNANTICIPATED ECONOMIC OR OTHER FACTORS;
INCREASED COMPETITION IN THE MINING INDUSTRY FOR PROPERTIES, EQUIPMENT,
QUALIFIED PERSONNEL, AND THEIR COSTS; AND THOSE FACTORS IDENTIFIED UNDER
THE CAPTION “RISKS RELATED TO PAN AMERICAN'S BUSINESS "IN THE COMPANY'S
MOST RECENT FORM 40-F AND ANNUAL INFORMATION FORM FILED WITH THE UNITED
STATES SECURITIES AND EXCHANGE COMMISSION AND CANADIAN PROVINCIAL
SECURITIES REGULATORY AUTHORITIES. INVESTORS ARE CAUTIONED AGAINST
ATTRIBUTING UNDUE CERTAINTY OR RELIANCE ON FORWARD-LOOKING STATEMENTS
AND INFORMATION. FORWARD-LOOKING STATEMENTS AND INFORMATION ARE
DESIGNED TO HELP READERS UNDERSTAND MANAGEMENT'S CURRENT VIEWS OF OUR
NEAR AND LONGER TERM PROSPECTS, AND MAY NOT BE APPROPRIATE FOR OTHER
PURPOSES. ALTHOUGH THE COMPANY HAS ATTEMPTED TO IDENTIFY IMPORTANT
FACTORS THAT COULD CAUSE ACTUAL RESULTS TO DIFFER MATERIALLY, THERE MAY
BE OTHER FACTORS THAT CAUSE RESULTS NOT TO BE AS ANTICIPATED, ESTIMATED,
DESCRIBED OR INTENDED. THE COMPANY DOES NOT INTEND, AND DOES NOT ASSUME
ANY OBLIGATION, TO UPDATE THESE FORWARD-LOOKING STATEMENTS OR INFORMATION
TO REFLECT CHANGES IN ASSUMPTIONS, CHANGES IN CIRCUMSTANCES OR ANY OTHER
EVENTS AFFECTING SUCH STATEMENTS OR INFORMATION, EXCEPT TO THE EXTENT
REQUIRED BY LAW.

CAUTIONARY NOTE TO US INVESTORS CONCERNING ESTIMATES OF RESERVES AND
RESOURCES

THIS ANNUAL REPORT HAS BEEN PREPARED IN ACCORDANCE WITH THE
REQUIREMENTS OF CANADIAN PROVINCIAL SECURITIES LAWS, WHICH DIFFER FROM
THE REQUIREMENTS OF US. SECURITIES LAWS. UNLESS OTHERWISE INDICATED,
ALL MINERAL RESERVE AND RESOURCE ESTIMATES INCLUDED IN THIS MD&A HAVE
BEEN PREPARED IN ACCORDANCE WITH CANADIAN NATIONAL INSTRUMENT 43-101
~ STANDARDS OF DISCLOSURE FOR MINERAL PROJECTS (*'NI 43-101"") AND THE
CANADIAN INSTITUTE OF MINING, METALLURGY AND PETROLEUM CLASSIFICATION
SYSTEM. NI 43-101 1S A RULE DEVELOPED BY THE CANADIAN SECURITIES
ADMINISTRATORS THAT ESTABLISHES STANDARDS FOR ALL PUBLIC DISCLOSURE
AN ISSUER MAKES OF SCIENTIFIC AND TECHNICAL INFORMATION CONCERNING
MINERAL PROJECTS.

CANADIAN STANDARDS, INCLUDIN NI 43-101, DIFFER SIGNIFICANTLY FROM THE
REQUIREMENTS OF THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION
(THE "SEC"), AND INFORMATION CONCERNING MINERALIZATION, DEPOSITS, MINERAL
RESERVE AND RESOURCE INFORMATION CONTAINED OR REFERRED TO HEREIN MAY
NOT BE COMPARABLE TO SIMILAR INFORMATION DISCLOSED BY U.S. COMPANIES. IN
PARTICULAR, AND WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, THIS
MD&A USES THE TERMS "MEASURED RESOURCES", "INDICATED RESOURCES'' AND
"INFERRED RESOURCES" U.S. INVESTORS ARE ADVISED THAT, WHILE SUCH TERMS
ARE RECOGNIZED AND REQUIRED BY CANADIAN SECURITIES LAWS, THE SEC DOES
NOT RECOGNIZE THEM. UNDER U.S. STANDARDS, MINERALIZATION MAY NOT BE
CLASSIFIED AS A "RESERVE" UNLESS THE DETERMINATION HAS BEEN MADE THAT
THE MINERALIZATION COULD BE ECONOMICALLY AND LEGALLY PRODUCED OR
EXTRACTED AT THE TIME THE RESERVE DETERMINATION IS MADE. U.S. INVESTORS
ARE CAUTIONED NOT TO ASSUME THAT ANY PART OF A “MEASURED RESOURCE"

OR "INDICATED RESOURCE" WILL EVER BE CONVERTED INTO A “RESERVE" U.S.
INVESTORS SHOULD ALSO UNDERSTAND THAT “INFERRED RESOURCES" HAVE A
GREAT AMOUNT OF UNCERTAINTY AS TO THEIR EXISTENCE AND GREAT UNCERTAINTY
AS TO THEIR ECONOMIC AND LEGAL FEASIBILITY. IT CANNOT BE ASSUMED THAT ALL
ORANY PART OF “INFERRED RESOURCES" EXIST, ARE ECONOMICALLY OR LEGALLY
MINEABLE OR WILL EVER BE UPGRADED TO A HIGHER CATEGORY. UNDER CANADIAN
SECURITIES LAWS, ESTIMATED “INFERRED RESOURCES™ MAY NOT FORM THE BASIS
OF FEASIBILITY OR PRE-FEASIBILITY STUDIES EXCEPT IN RARE CASES. DISCLOSURE
OF "CONTAINED OUNCES" IN A MINERAL RESOURCE IS PERMITTED DISCLOSURE
UNDER CANADIAN SECURITIES LAWS. HOWEVER, THE SEC NORMALLY ONLY PERMITS
ISSUERS TO REPORT MINERALIZATION THAT DOES NOT CONSTITUTE "RESERVES " BY
SEC STANDARDS AS IN PLACE TONNAGE AND GRADE, WITHOUT REFERENCE TO UNIT
MEASURES THE REQUIREMENTS OF NI 43-101 FOR IDENTIFICATION OF "RESERVES™
ARE ALSO NOT THE SAME AS THOSE OF THE SEC, AND RESERVES REPORTED BY THE
COMPANY IN COMPLIANCE WITH NI 43-101 MAY NOT QUALIFY AS "RESERVES" UNDER
SEC STANDARDS. ACCORDINGLY. INFORMATION CONCERNING MINERAL DEPOSITS
SET FORTH HEREIN MAY NOT BE COMPARABLE WITH INFORMATION MADE PUBLIC BY
COMPANIES THAT REPORT IN ACCORDANCE WITH U.S. STANDARDS.

Technical information contained in this Annual Report with respect to Pan American has been
d by Michael 1, PGeo,, President, and Martin Wafforn, PEng., VP Technical
Services, who are Qualified Persons for the purposes of NI 43-101.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

March 26, 2014
INTRODUCTION

Management's discussion and analysis (“MD&A") is intended
to help the reader understand the significant factors that have
affected Pan American Silver Corp.'s and its subsidiaries’ (“Pan
American” or the “Company"”) performance and such factors
that may affect its future performance. The MD&A should be
read in conjunction with the Company's Audited Consolidated
Financial Statements for the year ended December 31, 2014
(“2014 Financial Statements”) and the related notes contained
therein. All amounts in this MD&A and in the consolidated
financial statements are expressed in United States dollars
(“USD"), unless identified otherwise. The Company reports

its financial position, results of operations and cash flows in
accordance with International Financial Reporting Standards
as issued by the International Accounting Standards Board
("IFRS"). Pan American’s significant accounting policies are set
out in Note 2 of the 2014 Financial Statements.

This MD&A refers to various non-Generally Accepted
Accounting Principles (“non-GAAP") measures, such as “all-in
sustaining cost per silver ounce sold", “cash costs per ounce
of silver”, “total cost per ounce of silver’, “adjusted earnings”
and "basic adjusted earnings per share”, which are used by the
Company to manage and evaluate operating performance at
each of the Company’s mines and are widely reported in the
mining industry as benchmarks for performance, but do not
have standardized meaning. To facilitate a better understanding
of these non-GAAP measures as calculated by the Company,
additional information has been provided in this MD&A.
Please refer to the section entitled "Alternative Performance
(Non-GAAP) Measures” beginning on page 46 for a detailed
description of all-in sustaining cost per silver ounce sold, total
cost per ounce of silver, adjusted earnings and basic adjusted
earnings, as well as the cash cost calculation, details of the
Company’s by-product credits and a reconciliation of these
measures to the Audited Consolidated Financial Statements.

Any reference to “cash costs” or “cash costs per ounce of silver”
in this MD&A should be understood to mean cash costs per
ounce of silver, net of by-product credits.

Except for historical information contained in this MD&A, the
following disclosures are forward-looking statements within
the meaning of the Private Securities Litigation Reform Act of
1995 and forward-looking information within the meaning of
applicable Canadian provincial securities laws or are future
oriented financial information and as such are based on an
assumed set of economic conditions and courses of action.
Please refer to the cautionary note regarding forward looking
statements at the back of this MD&A and the “Risks Related
to Pan American’s Business” contained in the Company’s
most recent Form 40-F and Annual Information Form on file
with the U.S. Securities and Exchange Commission and the
Canadian provincial securities regulatory authorities. Additional

PAN AMERICAN SILVER CORP.

information about Pan American and its business activities,
including its Annual Information Form, is available on SEDAR at
www.sedar.com

The scientific or technical information in this MD&A, which
includes mineral reserve and resource estimates for the Huaron,
Morococha, Alamo Dorado, La Colorada, Dolores, Manantial
Espejo, San Vicente, Pico Machay, La Bolsa and Calcatreu
properties were based upon information prepared by or under
the supervision of Michael Steinmann, PGeo., President and
Martin G. Wafforn, P.Eng., Vice President Technical Services,
who are "Qualified Persons” for purposes of National Instrument
43-101 - Standards of Disclosure of Mineral Projects (“N| 43-
101"). Navidad resource estimates were prepared by Pamela De
Mark, P. Geo., Director, Resources who is also a Qualified Person
for purposes of National Instrument 43-101. Mineral resource
estimates for Hog Heaven and Waterloo are based on historical
third party estimates.

This MD&A includes estimates of future silver and other metal
sale prices as well as production rates for silver and other
metals, future cash and total costs of production at each of

the Company'’s properties, and capital expenditure forecast at
each of the Company's properties which are all forward-looking
estimates. No assurance can be given that the forecasted

sale prices of silver and other metals, quantities of silver and
other metals will be produced, or that projected cash costs

or forecast capital costs will be achieved. Expected future
metal prices, production, cash costs and capital costs are
inherently uncertain and could materially change over time. The
Company's actual mineral production, cash costs, and capital
expenditures may differ materially from the forecasts in this
MD&A. Readers should review those matters discussed herein
under the heading “Risks and Uncertainties” and are advised
to read the “Cautionary Note Regarding Forward Looking
statements” contained herein.

CORE BUSINESS AND STRATEGY

Pan American engages in silver mining and related activities,
including exploration, mine development, extraction,
processing, refining and reclamation. The Company owns and
operates silver mines located in Peru, Mexico, Argentina, and
Bolivia. In addition, the Company is exploring for new silver
deposits and opportunities throughout North and South
America. The Company is listed on the Toronto Stock Exchange
(Symbol: PAA) and on the Nasdaq Global Select Market
(“NASDAQ") in New York (Symbol: PAAS).

Pan American'’s vision is to be the world'’s pre-eminent silver
producer, with a reputation for excellence in discovery,
engineering, innovation and sustainable development.

To achieve this vision, we base our business on the

following strategy:

» Generate sustainable profits and superior returns on
investments through the safe, efficient and environmentally
sound development and operation of silver assets



* Constantly replace and grow our mineable silver reserves
and resources through targeted near-mine exploration and
global business development

» Foster positive long term relationships with our employees,
our shareholders, our communities and our local
governments through open and honest communication and
ethical and sustainable business practices

» Continually search for opportunities to upgrade and
improve the quality of our silver assets both internally and
through acquisition

* Encourage our employees to be innovative, responsive and
entrepreneurial throughout our entire organization

To execute this strategy, Pan American has assembled a sector
leading team of mining professionals with a depth of knowledge
and experience in all aspects of our business that allows the
Company to confidently advance early stage projects through
construction and into operation.

Pan American is determined to conduct its business in a
responsible and sustainable manner. Caring for the environment
in which we operate, contributing to the long-term development
of our host communities and ensuring that our employees

can work in a safe and secure manner are core values at Pan
American. We are committed to maintaining positive relations
with our employees, the local communities and the government
agencies, all of whom we view as partners in our enterprise.

Pan American's priority at every operation is the safety of our
employees. We believe that comprehensive and continuous
training is fundamental to the safety of our employees. With our
safety training and strictly enforced safety procedures, our goal
is to continually improve our safety performance and remain
industry leaders in the health and safety of our workers.

The Company recognizes that the skills, innovation and
dedication of our employees and contractors are important
drivers of our success. We also recognize the vital contribution
they make to the economic prosperity of the communities in
which we operate. As such, we offer leading career development
opportunities, competitive remuneration, an engaging working
environment and a supportive culture where fairness, respect,
safety and diversity are valued and practiced.

The Company is committed to operating our mines and
developing new projects in an environmentally responsible
manner. We have developed a comprehensive environmental
policy, which all operations adhere to and apply to their short
and long-term plans. This policy addresses topics that include
water use and recycling, waste disposition, the research and
use of alternative energies, compliance with required laws,
closure requirements and education initiatives. Each operation
runs unique environmental programs according to its location,
needs, resources and processes. We have a proactive approach
to minimizing and mitigating environmental impacts during

all phases of the mining cycle from exploration through

project development and into full mining operations. This

is accomplished by applying prudent design and operating
practices, continuous monitoring and by providing training and
education for the employees and contractors who work at

our facilities.

HIGHLIGHTS OF 2014
OPERATIONS & PROJECT DEVELOPMENT
» Record Silver and Gold Production

Silver production in 2014 was a record 26.1 million ounces,
comfortably within management’s 2014 forecast range and
slightly higher than the 26.0 million ounces produced in 2013.
This new annual silver production record was achieved with
production gains at La Colorada, Manantial Espejo, Dolores and
Huaron, and despite the expected silver production decline at
Alamo Dorado. As anticipated, 2014 gold production also set

a new Company record at 161,500 ounces, 8% higher than
2013, achieved through increased production at Dolores and
Manantial Espejo.

» Annual Cash Costs and AISCSOS Targets Achieved

Consolidated cash costs, net of by-product credits for 2014 of
$11.46 per silver ounce were well below management's 2014
guidance of $11.70 to $12.70 per ounce on account of better
than expected performances at La Colorada, Huaron and
Morococha, partly offset by slightly higher than expected cash
costs at San Vicente and Manantial Espejo.

All-in sustaining costs per silver ounce sold net of by-product
credits ("AISCSOS") in 2014 were $17.88, in line with guidance
of $17.00 to $18.00, and a slight decrease from the $17.91in
2013. Excluding the effects of downward net realizable value
("NRV™) adjustments to inventories during the year (2014 NRV
adjustments: $1.17 per ounce), 2014 AISCSOS were $16.71

per ounce a 4% decrease from 2013 NRV adjusted AISCSOS
of $17.40.

* Dolores Project Development

The Company announced the positive results of a Preliminary
Economic Assessment (*PEA") for the Dolores expansion
project in the second quarter of 2014. As disclosed in the

PEA the Dolores project contemplates the addition of a
milling and pulp agglomeration circuit to the processing flow
sheet to enhance silver and gold recoveries of higher grade
mineralization, as well as the development of an underground
mine to extract mineral resources that exist beneath the
ultimate open pit floor and to the south of the current final pit.
The PEA results indicated that this project has the potential
to generate an estimated after-tax net present value of the
incremental cash flow of $90 million at an 8% discount

rate, which represents an internal rate of return of 33%, and

a capital payback period of 1.7 years using metal prices of

$22 per ounce of silver and $1,300 per ounce of gold. The
project would increase average annual silver production to

an estimated 5.04 million ounces, while average annual gold
production would increase to an estimated 148,000 ounces.
The PEA contemplated an incremental capital investment of
$105 million. The project economics remain accretive at the
Company’s current reserve prices of $18.50 per ounce of silver
and $1,250 per ounce of gold. The Company has deferred
making a construction decision for the next 12 months while
modest 2015 investments (estimated at $2.5 million) are
planned for additional studies and continued delineation of the
underground accessible mineralization in order to further de-
risk this opportunity.
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* La Colorada Organic Growth

The Company continued with the expansion of its La Colorada
mine in Mexico, based on the positive results of a PEA published
in late 2013. The PEA demonstrates that the relatively low-risk
expansion project has the potential to provide robust after-tax
economic returns using a $19.00 per ounce long-term silver
price. During 2014, the following progress on the expansion
project was achieved: completed the basic engineering package
for the new processing plant, ordered all major equipment for
the plant, and commenced detailed engineering and equipment
fabrication; selected the plant engineering procurement and
construction contractor; completed over 1,500 meters of
development to enable access at the future shaft bottom,

and completed a ventilation raise to provide the necessary
ventilation to advance project development; and, awarded the
raise boring contract for the new shaft, and commenced the
pilot hole drilling.

* Robust Proven and Probable Silver Mineral Reserves

As at December 31, 2014, Pan American’s mineral reserves

are estimated to contain 299.9 million ounces of silver and 2.3
million ounces of gold, down from the 323.5 million ounces

of silver and 2.5 million ounces of gold reported a year ago.
The Company used long term metal prices assumptions of
$18.50 per ounce of silver and $1,250 per ounce of gold to
estimate its current reserves at its operating mines except at
Alamo Dorado where metal prices of $17.00 per ounce of silver
and $1,200 per ounce of gold were used. At the same time,

the Company reported that its measured and indicated silver
mineral resources increased 2% to 731.5 million ounces, while
measured and indicated gold mineral resources increased 13%
to 1.8 million ounces. For the complete breakdown of mineral
reserves and resources by property and category, refer to the
section “"Mineral Reserves and Resources” of this MD&A.

2015 OPERATING OUTLOOK

FINANCIAL

+ Challenging Metal Price Environment

The mining industry generally, and precious metal producers in
particular, were impacted by a sharp decline in metal prices in
2014. The Company's financial performance year over year was
negatively affected by the decrease in silver and gold prices with
reduced revenue and mine operating earnings as well as the
triggering of impairment charges to certain mineral properties
and goodwill.

+ Strong Operating Cash Flow, Liquidity, and Working Capital
Position

Despite the 2014 decrease in metal prices, cash flow from
operations was $124.2 million which, together with strong
balance sheet liquidity allowed the Company to comfortably
fund sustaining and expansionary capital expenditures of $131.8
million during the year. The Company had cash and short term
investment balances of $330.4 million and a working capital
position of $522.7 million at December 31, 2014, a decrease of
$92.3 million and $166.4 million, respectively, from a year ago.
Total debt stood at a modest $60.4 million at the end of 2014.

* Return of Value to Shareholders

Strong operating cash flow facilitated the continued return of
value to shareholders in 2014 by way of approximately $75.8
million in dividend payments. The Company paid quarterly
dividends during 2014 of $0.125 per common share or $0.50
per common share on an annual basis. The Company received
approval for a fourth share repurchase program in late 2014,
an initiative which started in September, 2011. At the date of
this MD&A and since 2010 the Company has returned a total of
$356.7 million to shareholders by way of dividends and share
repurchase programs.

These estimates are forward-looking statements and information that are subject to the cautionary
note associated with forward-looking statements and information at the end of this MD&A.

2015 Silver Production, Cash Costs and AISCSOS Forecasts:

AIS

-
La Colorada 490 -5.00
Dolores 400-415
Alamo Dorari; K B! ] 7772;5— 3.20 7
Huaron T L 370-380
Pjorc»rcocha S, 77236 -2.40 7
San Vicente e 400-415

7ManantlQl Espeio 1;65 - 3.867 B
COnsolrlcrlaitrejliTq’:kal 7 i b 25.50 - 26.50

$10.95 - $11.70
$17.00 - $18.50
© $1430 - $14.80
$16.00 - $17.00 ‘
"~ $16.00 - $1750
$12.25 - $13.25

$13.80 - $15.05
X $15.50 - $ 16.50

$8.50 - $9.25
$8.50 - $10.00
© $14.00 - $14.50
$13.00 - $13.75
7$12A75 - Q}5
$11.00 - $12.00

$10.80 - $11.80

(1) Cash costs per ounce and AISCSOS are non-GAAP measurements. Please refer to section Alternative Performance (Non-GAAP) Measures for a
detailed reconciliation of how these measures are calculated. The cash cost forecasts assume by-product credit prices of $2,200/tonne ($1.00/1b) for
zinc, $2,000/tonne ($0.91/1b.) for lead, $6,800/tonne ($3.08/1b.) for copper, and $1,200/0z. for gold

The Company expects its seven mines to produce between
25.50 million and 26.50 million ounces of silver in 2015, similar
to 2014 production of 26.1 million ounces. Improved grades

at Dolores and San Vicente along with increased throughput
rates at San Vicente and Huaron are expected to increase silver
production sufficiently to offset the anticipated decrease in
silver production at Alamo Dorado due to lower silver grades

as open pit mining winds down. La Colorada, Morococha, and
Manantial Espejo are expected to maintain silver production
levels consistent with those in 2014.

Cash costs for 2015 are expected to be between $10.80 and
$11.80 per ounce of silver, net of by-product credits, relatively
similar to 2014 cash costs of $11.46 per ounce. The Company
expects operating costs to increase in 2015, primarily from



increased open pit waste mining rates at Manantial Espejo,
increased ore stockpile inventory draw-downs at Dolores, and
labor cost increases across the Company. The cost increases
are expected to be partially offset by reduced open pit mining
rates at Alamo Dorado, reduced inventory variations at
Manantial Espejo, the continued downward trend in certain
costs correlated with decreased oil prices, benefits from
reduced growth in demand for certain consumables, and from
sustained devaluation of the Mexican Peso, Peruvian Sol and
Argentine Peso.

Consolidated AISCSOS in 2015 is expected to be between
$15.50 and $16.50 per ounce, a substantial decrease from the

2015 By-product Production Forecasts:

2014 AISCSOS of $17.88 per ounce. The expected year-over-
year AISCSOS decrease is primarily driven by the following
anticipated factors:

» Adecrease in cost of sales due primarily to lower net
realizable value adjustments expected for 2015 and the
devaluation of the Mexican Peso,

* Anincrease in by-product credits driven largely by higher
gold production

* Adecrease in royalty payments resulting from lower metal
prices; and,

* Areduction in sustaining capital expenditures.

La Colorada 25-27 370 -3.80 -
I e S T EO R 750 - 80.0 i T = o
Alamo Dorado 155 -16.6 - - 0.01-0.01
"Huaron' = ST S R D P dis0 Set0 | . 6105620 475-500
Morococha 20-25  1450-1500 |  420-440 324-349
 San Vicente o o e R s iGe0-oe0L Tl R
Manantial Espejo 69.0-72.0 - - -
Consolidated Total T 165.0 - 175.0 | 4100-4300 | 1450-1500  800-850

Gold production is expected to increase to between 165,000
ounces and 175,000 ounces, almost exclusively driven by a
12,100 ounce (18%) increase in gold production from Dolores
anticipated through improved grades as the mine develops
into the higher gold grade portion of the deposit. Zinc, copper
and lead are expected to remain relatively similar to 2014
production volumes.

2015 Capital Expenditure Forecasts

Pan American expects a reduction in sustaining capital
investments compared to 2014, due to reduced pre-stripping
at Manantial Espejo, fewer mining equipment purchases,

and underground infrastructure developments at Huaron

and Morococha as the multi-year mechanization program

at Peruvian operations is largely complete. In total, the
Company plans to spend between $71.0 and $84.0 million on
sustaining capital at its seven operating mines, which includes
approximately $10.0 million to complete approximately 83
kilometers of development diamond drilling, down from the
$99.1 million spent on sustaining capital in 2014. Further details
of planned sustaining capital at each operation can be found in
the 2015 Mine Operations Forecasts" section of this MD&A.

Pan American also expects to invest between $90.0 and $97.0
million on long term development and expansion projects,
which are mainly for the La Colorada expansion project and at

Dolores for the construction of the new power line. The following

table details the forecast capital investments at the Company's
operations and projects in 2015:

La Colorada 11.0-12.0
Dolores 3 300-350
Alamo Dorado = A
H;aron g R é.o -10.0 e
Morococha o 6.0-80
SanVicente o 40-50
Manantial Espejo . 120-140
Sustaining Capital Sub-Total 710 - 84.0

La Colorada Expansion Project 75.0 - 80.0
Dolores Project 15.0 - 170
Project Sub-total | 90.0 - 97.0 G
2014 Total Capital 161.0 - 181.0

The La Colorada expansion project is expected to advance
substantially during 2015 with a forecast expenditure of
between $75.0 and $80.0 million primarily for the following:
$25.8 million for the new hoist and new shaft installations,
which is targeted for completion by mid-2016; $29.4 million

for construction of the new plant which is also targeted for
completion by mid-2016; $3.7 million on on-going underground
mine development and additional equipment; $3.1 million

for the new power line; and $3.0 million for the expansion of
site infrastructure. Key milestones planned for 2015 include
completing the physical excavation and detailed engineering for
all shaft works, installing the new hoist, fabricating and installing
a new headframe, advancing the lining and equipping of the
shaft, and completing construction of the new plant sufficiently
that commissioning can be completed by mid-year 2016.




2015 General and Administrative Cost Forecast

Our 2015 general and administrative costs ("G&A"), including
share based compensation, are expected to be approximately
$17.5 million, relatively consistent with 2014 G&A. This figure is
subject to fluctuations in the Canadian dollar (“CAD") to USD
exchange rate, and the Company'’s ability to allocate certain
costs incurred at head office that are directly attributable to
operating subsidiaries.

The following table compares our 2015 forecast G&A
against those incurred over the previous two years, as well
as G&A on a per ounce of silver produced basis, which is a
non-GAAP measure.

General and administrative !
costs (in ‘000s of USD) $| 17500 | $| 17908 | $ | 17596

Silver production

(in ‘000s of ounces) @ 26,000 26,112 25,959
General and administra-
tive costs per silver ounce

069 | $

produced @ $ [ H067:55%

0.68

(1) Forecast silver production at the mid-point of the guidance given in
this MD&A for the Company's existing operations

(2) G&A cost per silver ounce produced is a non-GAAP measure used by
the Company to assess G&A costs relative to production. [t is calculated
as G&A costs divided by total ounces of silver production in the period

2015 Exploration and Project Development Expense
Forecast

Exploration and project development expenses for Pan
American in 2015 are expected to total approximately $16.5
million, which is a $3.3 million increase from 2014 and includes
advancing surface exploration on targets defined for certain
Mexican and Peruvian properties, as well as holding costs for
various exploration properties, including Navidad.

2015 Mine Operation Forecasts

Management’s expectations of each mine's operating
performance in 2015 are set out below, including discussion
on expected production, cash costs and AISCSOS, and
capital expenditures.

» La Colorada mine

La Colorada 2015 silver production is expected to be similar
to the 5.0 million ounces produced in 2014. The 2015 mine
plan contemplates a processing rate of between 1,260 to 1,275
tonnes per day, with sulphide ore from the Candelaria mine
zone comprising 60% of the total mine production, which is
similar to the 2014 distribution. Oxide mine feed is anticipated
to represent the remaining 40% of the processing feed with
the majority coming from the Estrella mine zone. With similar
distributions of sulphide and oxide feed planned for 2015, it

is expected that base metal by-product production will be
consistent with 2014 production.

2015 cash costs per ounce of $8.50 to $9.25 are expected to
increase from the $8.14 per ounce in 2014, primarily due to
minor interferences expected from the new shaft excavation
project somewhat reducing underground mine productivities,

which are expected to be partially offset by Mexican
Peso devaluation.

Sustaining capital expenditure at La Colorada in 2015 is
expected to decrease from 2014 levels down to $11.0 to

$12.0 million. The major elements making up this planned
sustaining capital are as follows: $7.2 million in mine related
capital, the largest components being a mine discharge water
treatment plant (primarily sediment removal), a ventilation
raise, and equipment rehabilitation; $1.4 million in development
exploration; and $1.1 million in processing plant capital.

AISCSOS at La Colorada for 2015 is expected to be between
$10.95 and $11.70 per ounce, in-line with the $10.90 per ounce
reported in 2014.

In addition, capital expenditures relating to an expansion
project for the La Colorada mine are expected to require $75.0
million to $80.0 million in 2015. Please see “2015 Capital
Expenditure Forecast” section for a detailed description of
these expenditures.

* Dolores mine

We expect reasonably similar heap stacking rates at Dolores
during 2015 as compared to 2014. However, we anticipate

an improvement in silver production to between 4.00 million
and 4.15 million ounces, from 3.98 million in 2014, as a result

of an increase in silver grades offset by an expected in-heap
inventory build-up. Similarly, gold grades are expected to
improve significantly, again partially offset by the in-heap
inventory build-up, resulting in forecasted 2015 gold production
of between 75,000 ounces and 80,000 ounces, up from the
66,800 ounces in 2014.

The expected increase in 2015 silver and gold production,

a continuance of the general downward trend in certain

costs associated with lower oil prices and reduced growth in
demand for certain consumables and sustained Mexican Peso
devaluation result in forecasted 2015 cash costs per ounce of
between $8.50 and $10.00 per ounce, a substantial decrease
from the $12.94 per ounce cash costs for Dolores in 2014.

Sustaining capital expenditures at Dolores is forecast at
between $30.0 million and $35.0 million, an increase from the
$27.6 million expended in 2014. The sustaining capital planned
for 2015 is primarily comprised of pre-stripping activities, truck
rehabilitations, loading and drilling equipment rehabilitations
and the installation of a contingent process solution treatment
plant to address unexpectedly large precipitation and/or power
outage events.

AISCSOS at Dolores for 2015 is expected to be between $17.00
and $18.50 per ounce, significantly down from the $27.02 per
ounce reported in 2014 due primarily to the expectation that
NRV adjustments on inventories of $23.3 million in 2014 will not
be incurred in 2015.

In addition to sustaining capital expenditures, capital
expenditures relating primarily to a new power line installation
and process plant optimization projects are expected to require
between $15.0 million and $17.0 million.

* Alamo Dorado mine

As anticipated the Alamo Dorado mine will continue along a
declining production profile as it enters the final year of its open
pit mine life. Although anticipated throughput of 1.7 million
tonnes is expected to remain relatively consistent with 2014



levels, a larger percent of the mill feed will be sourced from the
lower grade mined ores and stockpiles. 2015 silver production
is expected to be between 2.95 million and 3.20 million ounces,
a decline of at least 8% from 2014 production of 3.47 million
ounces. Similarly, gold production is anticipated to decrease
from 2014 levels as a result of expected decreased grades.

Despite lower operating costs in 2015, cash costs per ounce are
expected to increase from $12.89 in 2014 to between $14.00
and $14.50 per ounce in 2015 due to the lower silver and gold
production as well as lower gold prices.

Given that Alamo Dorado is in its final years, no sustaining
capital expenditure has been planned for 2015.

AISCSOS at Alamo Dorado for 2015 is expected to be between
$14.30 and $14.80 per ounce, up from $13.05 per ounce
reported in 2014 due to the anticipated decrease in silver sales
from processing lower grade mined ores

and stockpiles.

* Huaron mine

We anticipate a continued positive trend in increased mining
and milling rates at Huaron in 2015, resulting in a modest
increase in silver produced to between 3.7 million and 3.8
million ounces from the 3.64 million ounces produced in 2014.
The increased throughput rates are the result of the increased
amount of ore available by mechanized long-hole mining, which
is a benefit of the previous years’ investments. Zinc and copper
production are expected to decrease as a result of lower grades,
while lead production is expected to remain

relatively consistent.

Cash costs per ounce of between $13.00 and $13.75 per
ounce are expected to increase from the 2014 level of $11.56
per ounce, primarily driven by a decline in by-product credits
resulting from lower copper, lead and gold prices anticipated
for 2015.

Sustaining capital expenditure in 2015 of between $8.0 million
and $10.0 million is expected to be significantly lower than
the $17.3 million in 2014. The 2015 capital budget is primarily
comprised of a tailings dam expansion, near-mine diamond
drilling, ventilation raises and mining equipment, camp
additions and general equipment maintenance.

AISCSOS at Huaron for 2015 is expected to be between $16.00
and $17.00 per ounce, representing an average 13% decrease
from the $19.07 per ounce reported in 2014 due primarily to
lower sustaining capital expenditures.

*  Morococha mine

Milled tonnes, silver grades and recoveries, and silver
production in 2015 are all expected to be relatively consistent
with 2014 levels. 2015 copper production is expected to
increase due to an improvement in copper grades and
recoveries from mine sequencing, while zinc and lead
production should remain stable with 2014 levels.

Cash costs are anticipated to remain between $12.75 and
$14.25 per ounce in 2015, comparable to 2014 cash costs

of $13.22 per ounce. Cash costs at Morococha in 2015 are
expected to benefit from an increase in copper by-product
credits, offset by an increase in concentrate treatment costs
and lower lead production.

Morococha’s sustaining capital for 2015 is expected to be
between $6.0 million and $8.0 million, substantially lower
than the 2014 capital spending of $10.2 million. The major
components of the 2015 capital expenditures includes: $1.5
million in near-mine diamond drilling, $1.3 million in mining
equipment, and $1.0 million on studies for deepening the
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